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ContentsResearch question
 Howcanfair prices bereachedandpracticed?
1Preface
 DFT is fundamentallydifferent to thewell known
approaches of theFair Trade in theSouth
e.g.
Small scale
farming in  
Nicaragua 
(cooperative); 
Coffee beans
Modern mid‐
European 
dairy farm
2Theory
Existing exemplifications for Fair Trade
 Starting point from theNeoclassic 
 Concept of homo oeconomicus: Trader enters market
to maximize utility
 Expanding on additional utility aspects
 Starting point from theGame Theory
 Homo oeconomicus possesesfreedomof action (e.g. 
alignment with social, ecologicalor other parameters)
3Theory–StartingPoint from the
Neoclassic
Neoclassic(Steinrücken andJaenichen, 2007)
 „Even a rational consumer wouldchoose a fair 
tradedproduct if certain assumptions arefulfilled“
4Theorie ‐Ansatzpunkte aus der 
Neoklassik
Utility through
consumption
Addedbenefits
through production
conditions
Total 
utility fair 
traded
product
Total utility
conventionallytraded
productTheory–StartingPoint from the
Neoclassic
Productionandtrade offair products Æcredence
goods
 If consumer has the opportunity to check Good Deed
(atleast theoretically) willingness to pay rises
 Are Farmer‘sAssociations already deliveringthese
services today?
6Theory–StartingPoint from the
Game Theory
Game theory analysis (Fehr andGächter, 2000) 
„Existence ofunspokenmoral codes that eachand
everyindividual follows“
 Introductionofa monetarydirectory increases
likelihoodfor compliance in thelongrun
7Theorie ‐Ansatzpunkte aus der 
Spieltheorie
Cooperation / „Fair“ behaviour in the market
Monetary
fines
(punishment)
Moral 
codes
Primary 
product
attributesTheory–StartingPoint from the
Game Theory
Fehr andGächter (2000); Game Theoryanalysis
carriedoverto Fair Trade: Fair Price model should
foreseemonetaryfinesfor non‐complianceof
operators in order to assert itself
 Opportunistic behaviormakes moral codes of
fairness andsolidarity in theform of regulations
essential
 Who enforcescompliance ofregulations ?
9Who enforcescompliance of regulations?
Analysis of Fair Prices (De Roover, 1958): 
„A guild in themiddle agesthat was responsibleforthe
assessmentand compliance of fair pricesforall 
parties“
 In thecaseof extortionorotherswhodeviate from
moralideals, opportunistic behaviorcreatedtheneed
forlaws
 Guildsof modern organic farming = producersas the
carriersof theseideals?
10PracticalApplication
Classifying feasible DFT approaches for thecentral
European organic market:
 Liberal approach
 Restrictive approach
 Transparent approach
11Liberal approach
 Price negotiations „on themarket“Æ cost‐neutral 
marketmechanisms
 Documentation of increasedperformanceÆTC
 Most existing European Fair Price Models follow
thisapproach
12
PracticalApplicationRestrictive approach
 State or otherinstitutional regulations
 Barriers to market access: onlyactors who
conformto specifications arepermitted
 Additional control costs
13
PracticalApplicationTransparent approach
 Market prices basedon transparent point system
 Price fixing is flexible, measures real performance
 Acknowledgesreal product performance during
production and processing
14
PracticalApplication© Zorn (2008)
15Transparent approach (cont.)
 Advantage:
 Disclosure of product and process attributes is
transparent and corresponds as closely as possible
with actual performance
 Disadvantage: 
 Maintaining System requires relatively highTC‘s
 ad hoc detection not easy, search costs
16
PracticalApplicationDiscussion & Outlook
Ethicaltrade seenas futuretrends
 E.g. Gottlieb DuttweilerInstitute –European 
Food Trends Report (2008)
 „Genuine“ CSR
 Consumer interestDiscussion & Outlook
 Domestic Fair Tradealternative fororganic
farming economyandcommerce
 Possibility toseparate fromdiscountorganic
 DFT couldprovepioneeringroleofOF&FThanks
 toMarkus Arbenz (BioSuisse) for valuableinput
andfrank discussions!Sources
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U N i V E R S i T Ä T    H O H E N H E i MPracticalTerms
 DomesticFair Trade = DFT
 Application of Fair Trade concept in industrialized
countries
 (focus on central Europe)Introduction und Background
 „Excess value“ debate: 
 Consumer scrutinzes higher prices and attaches this
to concrete expectations
 Consumer connects purchase of organic products
with compliance to fair production and trade
conditionsIntroduction and Background
 Does „Organic“ imply unrealistic expectations to
theconsumer? or
 Discrepancy betweenexpectations and
performance? 
 Rippin(2008): Credibility as a basis for all 
marketinginitiatives ÆHarmonize expectations
withactual performance! Preface
 HowcanDomestic Fair Trade beintegrated into
theorganic values chain?
 Is a integration possible and/orlogical?Fair trade
Localness
Organic
DFT = 
„Core ofOrganic“?
„Back to the roots“?no name product
„Aus nationaler Herkunft“, 
„Handelsklasse I“
„aus kontrolliertem / 
integriertem Anbau“
Freiwillige Umweltauflagen (z.B. 
Best Alliance/ REWE, Vorernte‐
beprobung / EDEKA Südwest)
„Discount “‐Organic
Öko‐Eigenmarke 
(z.B. Alnatura)
Öko‐Markenhersteller
Organic+Local Organic+Fair
Organic+
Association
Fair Trade
Slow Food
Organic+Local+Fair
= DFT  ?DFT
Localness
Organic
Fair 
traided